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E.O. 11652: GDS 

TAGS: AFSP, AINF, GW, WB, AKB 

SUBJECT: STATUS OF US CITIZENS AND RESIDENT ALIENS EMPLOYED IN 
LOCAL NATIONAL POSITIONS ADMINISTERED BY US FORCES IN 
BERLIN: ARE THEY US GOVERNMENT EMPLOYEES? 

1 . THE MISSION HAS JUST SENT USBERLIN 0207 ON THE SUBJECT 

MATTER. THAT MESSAGE WAS COORDINATED WITH THE US ARMY IN BERLIN 
AND THE EMBASSY IN BONN. WHILE LENGTHY. IN MANY WAYS 
IT ONLY OUTLINES THE PROBLEMS WHICH WE BELIEVE WOULD 
RESULT FROM A POSSIBLE DECISION THAT US CITIZENS AND RESIDENT 
ALIENS EMPLOYED IN LOCAL NATIONAL POSITIONS ADMINISTERED BY EITHER 
THE MISSION, ARMY OR AIR FORCE IN BERLIN ARE US GOVERNMENT 
EMPLOYEES. 

2. THE ADMINISTRATIVE AND LABOR RELATIONS PROBLEMS WHICH 
SUCH A DECISION IS LIKELY TO CAUSE US IN BERLIN WOULD BE 
SIFNIFICANT. MORE IMPORTANT, IN MY OPINION. IS THE 
FRICTION IN US FRG RELATIONS WHICH IT WOULD BRING 
ABOUT. ANY WAY WE LOOK AT THE MATTER, SUCH A DECISION 
WOULD RESULT IN A SIGNIFICANT INCREASE IN THE OCCUPATION 
COST BUDGET. IT WOULD ALSO REQUIRE THE FRG TO MAKE 
INCOME TAX WITHHOLDINGS DESTINED FOR THE US TREASURY 
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FROM SALARIES PAID BY THE FRG IN SUPPORT OF THE OCCUPATION. 

3. 1 SUSPECT THE FRG WOULD REGARD THAT REQUIREMENT AS 
UNREASONABLE, AND WOULD CONTEST THE PROPRIETY AND LEGAL 
BASIS FOR THE INCREASED COSTS TO THE FRG THAT THESE 
AND OTHER CONSEQUENCES OF THE DECISION WOULD ENTAIL. 
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4. STATE, DOD AND TREASURY HAVE BEEN DISCUSSING THIS 
AT THE WORKING LEVEL, AND MY IMPRESSION IS THAT THE 
PREVALENT VIEW AT THIS TIME IS THAT THE PERSONNEL IN 
QUESTION ARE, UNDER US TAX LAW, USG EMPLOYEES. USBER 
0207, WHILE NOT PURPORTING TO INTERPRET US TAX 
LAW, OFFERS ARGUMENTS WHY THESE PERSONNEL SHOULD NOT 
BE CONSIDERED USG EMPLOYEES, AND IT TOUCHES ON THE 
LIKELY ADVERSE CONSEQUENCES OF SUCH A DECISION. IT 
ALSO SUGGESTS CERTAIN DAMAGE-LIMITING CONSULTATIVE 
STEPS WE BELIEVE WILL BE REQUIRED IF THE DECISION IS 
MADE. THOSE CONSULTATIVE MEASURES WILL HAVE TO BE 
TAKEN PRIOR TO IMPLEMENTATION OF THE DECISION. THE 
NEXT INTER-AGENCY MEETING ON THIS SUBJECT WILL TAKE 
PLACE IN WASHINGTON ON 31 JANUARY. OUR MISSION 
LEGAL ADVISER WILL ATTEND. I RECOMMEND THAT THE DE- 
PARTMENT EXAMINE THIS MATTER AT A SUFFICIENTLY HIGH 
LEVEL TO ENSURE THAT STATE'S VIEWS ARE THOROUGHLY CON- 
SIDERED BEFORE A FINAL DECISION IS REACHED. GEORGE 
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